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as well as from Wall Street to requests to finance 
the rollover of the existing foreign debt on viable 
terms, much less to finance new debt. A violent 
popular uprising drove Cavallo and President de la 
Rua from office, leaving the economy in shambles 


After the Fall: The Argentine Crisis and 
Possible Repercussions 


By David Felix 


The inevitable has now happened. The strategy of 
the government of President de la Rua was to 
revive the sinking economy by re-attracting IMF 
credits and foreign capital. To appease the IMF 
and Wall Street, it chose to remain with a policy 
triad that had ceased to make sense. This was to 
defend at all costs a severely overvalued peso 
exchange rate, keep up full servicing of the 
oppressively large dollar debt, and balance the 
fiscal budget in the face of skyrocketing 
unemployment and falling production. 


The frantic efforts of President de la Rua's 
economic policy czar, Domingo Cavallo, to 
implement the triad produced abject failure on all 
fronts: debt default, a run from the peso that's 
rapidly diminishing its value in the exchange 
market, an expanding fiscal deficit, resounding 
nyets from the IMF to requests for more credits, 


and the polity in crisis. 


Inevitable? The failure was foretold not merely by 
academic critics, including this writer, but more 
importantly by bond investors, who, by 1998 
having come to see Argentina as overindebted 
and the peso as overvalued, began reducing 
lending to Argentina and upping the risk premia 
for holding Argentine paper. More difficult to 
foretell is what the failure may bring. But before 
offering prognoses, a brief review of what reduced 
Argentina from poster child of the IMF and Wall 
Street during most of the 1990s to pariah today 
may help lay out alternatives. 


Argentina's Road to Disaster 

Argentina had been a poster child because--more 
avidly than any other developing country --it had 
in the 1990s opened its financial markets and 
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privatized its public assets. These structural 
reforms were supported by monetary reforms in 
1991 headed by the "Convertibility Law," which 
froze the peso/dollar exchange rate and tied the 
peso money supply tightly to the stock o hard 
currency reserves. To further gain Wall Street 
confidence, the Argentine government in 1991 
also announced a major foreign policy shift from 
nonalignment to an all-out pro-U.S. position--"in 
carnal embrace," Foreign Minister Guido Di Tella 
sardonically put it. 


Argentina was thus graded A+ by Wall Street and 
the IMF. European and U.S. direct investment 
poured in to exploit the privatization opportunities, 
giving the depressed economy a strong _ initial 
boost. And although such inflows slackened by the 
mid-1990s as the stock of assets to be privatized 
shrank, portfolio capital inflows kept rising, 
notably for the purchase of Argentine dollar 
bonds. Pleased with the strategy, the IMF was 
quick to protect it with emergency credits against 
the flightiness of portfolio capital. The defense 
worked during the 1995-96 tequila crisis, but 
repeated injections of credits failed to revive 
private capital inflows, or the economy, following 
the 1998 Brazilian crisis. The strategy had reached 
a dead end. 


Essentially, the capstone of the strategy, the 
Convertibility Law and the lifting of capital 
controls, had transmuted from magnet for foreign 
capital to a millstone depressing the economy, 
and a repellent to foreign capital. As the dollar 
rose after 1995 relative to the currencies of 
Argentina's chief trading partners--Europe and its 
Latino neighbors, notably Brazil--the peso became 
severely overvalued. Badly squeezed, industrial 
exporting declined and cheapened consumer 
imports displaced domestic production. Industrial 
production stagnated while unemployment 
reached double digits. 


Keeping the economy afloat by incurring additional 
dollar debt, albeit with rising risk premia, worked 
for a while to cover the widening trade deficits and 
expanding debt servicing. But with the overvalued 
exchange rate holding down exports, it became 
evident that Argentina was headed toward a "debt 
trap," in which each year's debt service was 
augmenting next year's in an expanding series 
that was becoming unsustainable. The bond 
markets hastened the denouement by raising risk 
premia on Argentine bonds to levels that by 1999 
effectively closed the market to Argentine 
placements. Neither a 1999 IMF rescue package 
nor a much larger one in December 2000 was able 
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to reopen the international bond market to 
Argentine placements on viable terms. 


The dilemma for Argentina was that while 
devaluing and reducing foreign debt servicing 
were essential for reviving the economy, capital 
decontrol had encouraged a major buildup of 
private dollar debts whose servicing costs would 
be substantially increased by a _ devaluation. 
Without capital controls and big power financial 
support via the IMF or other channels to minimize 
transitional turmoil, devaluation would be 
economically and politically difficult to pull off. But 
such aid was rejected by Washington and hence 
by the IMF. De la Rua had a possible political 
opening for changing policy direction. His 
predecessor, Carlos Menem, had left office in 1999 
pursued by charges of massive corruption and of 
having brought on the recession and debt crisis by 
over-issuing dollar bonds to finance fiscal deficits. 
The center-left coalition that De la Rua headed, 
which campaigned on an anti-corruption and 
economic recovery platform, won decisively. Could 
he have used this political momentum to repeal 
the Convertibility Law and __ hard-bargain 
successfully with Washington and the IMF for 
transitional help in scrapping the senseless policy 
triad? Quien sabe? The facts are that after some 
initial dithering he chose to break with his coalition 
and instead pursue the triad to the bitter end, 
which it has indeed been. 


What May Come Next 

The popular uprising has dramatically altered the 
political parameters shaping economic policy. 
Three policy changes are now certain: default on 
the dollar debt, a reversal of fiscal austerity, and 
exchange rate depreciation. Meanwhile, formal 
dollarization, favored by conservative Argentine 
economists and politicians as an alternative to 
devaluation, is no longer in the cards. The Peronist 
party, which now controls the Congress, and the 
interim president, Adolfo Rodriguez Saa, also a 
Peronist, have pledged to suspend service on the 
dollar debt immediately, while negotiating a 
"haircut" with the bondholders, i.e., a permanent 
write-down of at least 30% of the debt. 


Complete suspension on the $155 billion of federal 
and provincial dollar debts would release around 
$28 billion for emergency job and other social 
programs in the coming year. But complete 
suspension is unlikely, since at least $64 billion of 
the dollar debt is held by local banks and 
privatized pension funds formed to replace the 
national pension system. Among Cavallo's last 
acts was to force these institutions to accept a 
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replacement of their federal bond portfolio with 
lower interest rate issues, which weakened their 
cash flow. Suspending payments on these bond 
holdings would risk driving many into insolvency, 
deepening the domestic financial crisis and 
probably setting off another popular explosion. It's 
a risk the new government will no doubt squirm 
mightily to avoid. Initially at least, payment 
suspension will only release some fraction of the 
$28 billion debt service of 2002 for funding fiscal 
outlays on the proposed emergency programs. 


As for devaluation, Rodriguez Saa's confusing 
pronouncements increase the likelihood that it will 
be disorderly. He opposes repeal of the 
Convertibility Law because devaluing the peso 
lowers real wages; and instead he proposes to 
issue enough of an inconvertible new currency, 
the Argentino, to nearly double the domestic 
money supply. Some financially strapped 
provinces had already issued a similar currency, 
lecops, to make wage payments. These now 
circulate at a substantial discount from face value, 
so that workers paid in lecops have already been 
taking a real wage cut, and have responded with 
mass protests. Lecops also have had a "Paul 
paying Peter to rob him" effect on fiscal revenues. 
They circulate between firms at substantial 
discounts primarily to cut their tax bills, since they 
are accepted at face value for payments to 
provincial and federal governments. Issuing 
Argentinos in massive amounts would further cut 
fiscal revenue as well as real wages. 


Rodriguez Saa's confusing monetary 
pronouncements probably reflect demagoguery 
rather than economic illiteracy. The Convertibility 
Law still has backers, notably among businesses 
and households with heavy dollar-denominated 
liabilities, whom the Peronists are fearful of 
antagonizing. They are also reported to be 
exploring ways of imposing "haircuts" on private 
dollar debts, to ease the pain of devaluation on 
debtors. But the demagoguery increases the 
likelihood that bringing the exchange rate to a 
lower, but stable level will be a disorderly, drawn- 
out process. 


The Convertibility Law, however, is well on its way 
to desuetude. The flight to the dollar by 
Argentines has reduced the dollar reserves of the 
central bank below its stock of peso emissions, 
putting it in violation of the currency convertibility 
law. In the foreign exchange market the forward 
rate on the dollar has reached 1.65 pesos. To 
enforce the Convertibility Law, the Peronist 
government should now be planning to reduce 
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rather than expand the domestic money supply. 
The demagoguery about preserving the law 
merely implies that it will die by neglect rather 
than by formal repeal. 


Formal dollarization as an_ alternative’ to 
devaluation can also be ruled out. The peso would 
have to be devalued for the central bank's 
diminished dollar reserves to be adequate to buy 
up its peso emissions. Augmenting central bank 
reserves with new IMF and/or G-7 dollar loans 
could rule in dollarization. But Washington, and 
thus the IMF, remain firmly opposed to more 
lending to Argentina unless it first imposes more 
austerity measures to reduce the fiscal deficit. 
Dollarization proponents now suggest: devalue 
first and then dollarize. But that fallback has no 
appeal to the Peronists now in control, since 
dollarization would curb the financing of their 
expansionary fiscal programs. It could become an 
active option, were repercussions from economic 
revival efforts to produce an explosive inflation 
and financial chaos sufficient to bring a rightist 
regime to power by ballot or bullet. 


The Bush II administration and the IMF are 
comfortable with their tough love rejection of 
Argentina's carnal embrace because they are 
persuaded the immediate global repercussions 
from Argentina's default will be minimal. The 
reasoning is that in contrast to the Asian crisis, 
the default, so long in coming, has given creditors 
ample time to take protective measures. However, 
this optimism may underestimate repercussions 
via slower channels of contagion. 


One is that a sovereign bond default in each of the 
past three years, with the latest, Argentina's, 
being also by far the largest, plus the hardening of 
the IMF's bailout terms has been a red flag to the 
international financial markets. The IMF reports 
that net bond flows to developing countries, which 
had fallen to zero after 1998, turned negative 
after mid-2001, and that syndicated bank loans, 
which are mainly directed to large private firms of 
developing countries, have taken a_ similar 
downward path. Latin American and Asian 
countries burdened with large hard currency debts 
are facing hardening terms for rolling over or 
adding to their debts. And compared to the 1997 
Asian crisis, promoting exports to offset the higher 
debt service has been encountering tougher going. 
Their major markets, the industrial countries, are 
all in recession, and the U.S., erstwhile global 
importer of last resort, is now turning again to 
selective protectionism. The terms of trade of 
exporters of primary materials and low technology 
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industrial commodities have been deteriorating, 
and increasing export promotion will intensify the 
deterioration. Unless the industrial countries 
recover soon and strongly from their recession, 
export-led growth promises to be impoverishing 
for most developing countries. 


The direct trade effects of the Argentine peso 
devaluation will not be important globally, but 
would be locally. Argentina is a large enough 
trading partner with Brazil, Chile, and other 
neighboring countries for a large real devaluation 
of the peso to_ significantly impact their 
economies. The negative impact would be 
reinforced were the Peronist government to follow 
Cavallo's lead in imposing higher tariffs on imports 
from its Mercosur partners, notably from Brazil. 
Alternatively, the Peronists might try to build up 
regional import substitution as a partial substitute 
for export-led growth by promoting the revival 
and further strengthening of Mercosur. Success in 
that effort could have a positive regional impact, 
but a more contentious global one as well, since it 
would undercut the U.S. drive for free trade and 
free capital movements. 


A third contagion channel is_ political. If 
Argentina's new economic strategy of debt 
default, expanded public expenditure and more 
protectionist inward-oriented growth were to bring 
about a sustainable economic recovery, the 
strategy would gain popular appeal in other debt- 
ridden developing countries as a viable alternative 
to their troubled free market, export-led growth 
with its heavy dependence on volatile foreign 
capital. 


This presents the Bush II administration with a 
Hobson's choice. It could hang tough on no 
emergency loans to Argentina, re-enforced 
perhaps by a hard line in the forthcoming debt 
renegotiations, in order to raise the probability of 
failure for Argentina's breakaway from 
neoliberalism. That would also increase the risk 
that the resulting economic chaos could produce 
political chaos and a return of the jackboots. It 
would also increase opposition within the IMF 
directorate to U.S. dominance of IMF policy toward 
the developing countries, which could further 
erode the institution's usefulness to the U.S. as a 
key instrument for globalizing neoliberalism. 


The French, Italian, and Spanish governments are 
publicly demanding IMF financial aid to Argentina. 
The alternative for the Bush II administration is to 
retreat from hardline unilateralism to softer 
Clintonism; i.e., help Argentina financially in 
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hopes of modifying its policy breakaway, 
protecting Argentine democracy, and_ easing 
tensions within the IMF. Which will be the choice? 
At this date, quien sabe? 


David Felix <felix@wueconc.wustl.edu> is 
Professor Emeritus at Washington University 
December 26 2001 

First published Foreign Policy in Focus 
http://www. fpif.org 





The American Way of War 
By Walden Bello 


By Washington's logic, firecrackers should now be 
going off everywhere, as the _ counter-terror 
crusaders zero in on Osama bin Laden's hideout in 
Tora Bora. However, Europe is cool, there is 
apprehension throughout the South, and outright 
despondency blankets much of the Arab and 
Muslim world. 


The reasons are obvious: at least 4000 dead, a 
large number of them civilians, four million 
refugees, a return to tribal chaos with the 
dismemberment of central authority. What bin 
Laden and his organization did was horrific and 
inexcusable--but to do this to a country in the 
name of justice? Once again, the Americans have 
destroyed the town in order to save it. 


Washington, however, will not allow these details 
to spoil its triumphalist mood. The Taliban and Al 
Qaeda have been obliterated, but this victory has 
a wider significance for the Pentagon. Massive, 
precision-guided air power can win wars, with 
almost no commitment of US ground troops, and 
thus with almost no casualties. Ground forces 
cannot, of course, be totally dispensed with, but 
they are needed not so much for assault but for 
mopping up operations against demoralized and 
shell-shocked survivors of the rain of flame and 
steel-a role that can be filled by local mercenaries 
like the Northern Alliance. 


AIR POWER BURIES THE VIETNAM SYNDROME 


What was first tried out in the Kosovo conflict in 
1999 has now been affirmed in Afghanistan. This 
war was the last nail in the coffin of the "Vietnam 
Syndrome." 


With this renewed confidence in what military 
historian Russell Weigley called "the American 
Way of War"-massive firepower, high technology, 
total victory-Washington is now _ seriously 
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considering the same sort of intervention in other 
states that allegedly provide aid and comfort to 
the terrorists, with Yemen, Sudan, Somalia, and 
Iraq being the prime candidates. 


And it would be surprising if the events in 
Afghanistan have not given a boost to plans for a 
strong US military role in the war against drugs in 
Colombia. Newsweek reports that Colombian 
authorities seeking a more decisive US role are 
now "trying to show the parallels between the 
Taliban and their own guerrilla movements..." 
There is, of course, the not insignificant difference 
that Afghanistan is desert and Colombia is jungle, 
but then, is this not a minor problem that 
American technology can resolve without too 
much difficulty? 


THE NEW TRUSTEESHIP 


Along with the return of confidence in the 
American Way of War, there is emerging a 
renewed respectability in direct intervention in the 
affairs of developing countries. Even before 
September 11, many _ developing _ societies, 
particularly in Africa and the Middle East, were 
already being characterized as "failed societies." 
Robert Kaplan's 1994 essay in The Atlantic was 
but one of several influential writings to forcefully 
expound the view that decolonization had led, not 
to the emergence of stable polities in Africa and 
the Middle East but to a descent into "anarchy" 
that threatened to destabilize the whole world. 


Post-September 11, respect for _ national 
sovereignty and self- determination has been 
further eroded in Washington and London, with 
conservative intellectuals giving voice to opinions 
that powerful states cannot articulate...yet. One 
influential formulation comes from Paul Johnson, 
author of Modern Times: 


",,.the best medium-term solution will be to revive 
the old League of Nations Mandate System, which 
served well as a ‘respectable’ form of colonialism 
between the wars. Syria and Iraq were once 
highly successful mandates. Sudan, Libya, and 
Iran have likewise been placed under special 
regimes by international treaty. Countries that 
cannot live at peace wth their neighbors and that 
wage covert war against the _ international 
community cannot expect total independence. 
With all the permanent members of the Security 
Council now backing, in varying degrees, the 
American-led initiative, it should not be difficult to 
devise a new form of United Nations mandate that 
places terrorist states under supervision." 
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Not surprisingly, few of these visions address the 
fundamental reasons for extreme responses like 
terrorism: colonial borders that ensured post- 
colonial conflict, continuing marginalization of the 
new countries in an inequitable global economic 
order, continuing Northern control of areas 
containing massive oil and gas riches to fuel the 
oil and energy intensive civilization of the West. 


The next phase in Afghanistan is turning into the 
latest experiment for the New Trusteeship or New 
Mandate System, following the failure of the first 
major initiative owing to Somalian recalcitrance in 
1993. The European Union is asked to provide- 
under British leadership, of course-a permanent 
occupation force, while the United Nations is 
brought in to broker a_ "representative 
government" among competing tribal groups to fill 
the political vacuum. Observing recent 
developments in Afghanistan, one cannot help but 
notice that Washington appears to be operating 
under the following principle: be unilateral in 
military action, but multilateral in political 
engineering-thus getting others to take the blame 
if the political structure collapses. 


WAR WITHOUT BORDERS 


The war against terror knows no borders, so the 
war at home must be pursued with equal vigor. 
September 11 was Pearl Harbor II and the Bush 
administration tells Americans that they are now 
in the midst of total war like World War II. Not 
even the Cold War was presented in such totalistic 
terms as the War against Terror. Laws and 
executive orders restricting the rights to privacy 
and free movement have been passed with a 
speed and in a manner that would have turned 
Joe McCarthy green with envy. The United States 
is only nine weeks into this war, observes David 
Corn in The Nation, but already legislation has 
been passed and executive orders signed that 
establish secret military tribunals to try non-US 
citizens; impose guilt by association on 
immigrants; authorize the Attorney General to 
indefinitely lock up aliens on mere suspicion; 
expand the use of wiretaps and secret searches; 
allow the use of secret evidence in immigration 
proceedings that aliens cannot confront or rebut; 
destroy the secrecy of the client-lawyer 
relationship by allowing the government to listen 
in; and institutionalize racial and ethnic profiling. 


The US's European allies have rushed to do the 
same thing-with many of them taking advantage, 
like Washington, of the anti- terrorist climate to 
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try to push through a whole raft of legislation that 
had been waiting in the wings before September 
11. Unlike in the US, however, citizens and 
parliaments are not going as gently into that good 
night-including, surprisingly, the British 
Parliament, which shot down Tony  Biair's 
draconian proposal to allow prosecutors to 
apprehend and _ indefinitely jail any foreigner 
suspected of terrorism. 


Post-September US legislation is worrisome not 
only for its domestic implications but for its 
international consequences. What we see is the 
institutionalization of a regime’ of legal 
unilateralism: the latest package of laws and 
executive decrees self-endow Washington with the 
power to do almost anything abroad to bag 
terrorist targets-which US forces proceeded to 
display just recently, when, in = an_ act 
indistinguishable from _ piracy, they boarded 
without consent a Singaporean ship in the Arabian 
Sea, overpowered the crew, and launched a 
fruitless search for terrorists. 


Had a suspect been discovered in that shipboard 
search, the Pentagon could have shipped him to a 
US base in, say, Germany, tried him there in a 
secret military tribunal, and, had he been found 
guilty by a process significantly less rigorous than 
civilian justice, transported him to be shot or 
imprisoned in the United States, possibly 
anonymously. The cooperation of states in whose 
territory terrorists are apprehended would be nice, 
but it would not be necessary, thank you. 


DEUS EX MACHINA 


In classical drama, September 11 was the deus ex 
machina-an external force or event that swings a 
destiny that hangs in the balance in favor of one 
of the protagonists. The Al Qaeda New York 
mission was the best possible gift to the US and 
the global establishment in the pre-September 11 
historical conjuncture. Just a few weeks before, 
some 300,000 people had marched in Genoa in 
the biggest show of force yet of an anti-corporate 
globalization movement that had gone from 
strength to strength with demonstrations in 
Seattle, Washington, DC, Chiang Mai, Prague, 
Nice, Porto Alegre, Honolulu, and Gothenburg. 


The Genoa protests underlined the fact that the 
legitimacy of the key institutions of global 
economic governance-the International Monetary 
Fund (IMF), World Bank, and the World Trade 
Organization (WTO)-was at an all time low, as was 
the whole doctrine of liberalization, deregulation, 
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and privatization that came under the rubric of 
neoliberal economics or the "Washington 
Consensus." This erosion of credibility had been 
brought about by a concatenation of disasters 
including the Asian financial crisis, the slow- 
motion disaster of structural adjustment in Africa 
and Latin America, and the spread of the financial 
crisis, first to Russia and Brazil and now to 
Argentina. 


What made the crisis of legitimacy of the key 
institutions of capitalist globalization so volatile is 
that it intersected with a profound structural crisis 
of the global economy. The main features of this 
structural crisis were overproduction in industry, 
increasing monopolization to counter the loss of 
profitability, and unregulated speculative activity 
in the financial markets. When $4.6 trillion in 
industrial wealth-the equivalent of one half of the 
US GDP--was wiped out in late 2000 and early 
2001, the so-called "New Economy" vanished and 
collapsed into recession. The global reach of the 
recession and its depth have given rise to the 
term "synchronized downturn," which describes a 
process caused precisely by the greater 
interlocking and integration of economies brought 
about by the global liberalization of trade, 
investment, and finance. 


With globalization's promise of prosperity, an end 
to poverty, and reduced inequality evaporating, it 
was not surprising that, as pro- globalization 
economist C. Fred Bergsten told the Trilateral 
Commission, the anti-globalization forces were "in 
the ascendancy." 


Before September 11, moreover, an erosion of 
legitimacy haunted not only the institutions of 
global economic governance but also the 
institutions of political governance in the North, 
particularly the United States. Increasing numbers 
of Americans had begun to realize that their liberal 
democracy had been so thoroughly corrupted by 
corporate money politics that it deserved being 
designated a plutocracy. In the US presidential 
campaign of 2000, Senator John McCain ran a 
popular campaign that was centered on one issue: 
reforming a system of corporate control of the 
electoral system that, in scale, was unparalleled in 
the world. 


The fact that the candidate most favored by Big 
Business lost the popular vote-and according to 
some studies, the electoral vote as well-and still 
ended up president of the world's most powerful 
liberal democracy did not help in shoring up the 
legitimacy of a political system that had been 
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described by many observers as already in a state 
of being in a state of "cultural civil war" between 
conservatives and liberals, a polarization that had 
roughly half the country on each side of the 
divide. 


REVERSAL OF FORTUNE 


While understanding the deep sense of injustice 
that makes terrorists out of ordinary people, 
progressives have always condemned terrorism, 
not only because it takes innocent lives but also 
because it provides an opening for the 
counterrevolution. Indeed, post-September 11 
events unfolded according to the historical script. 


The smoke from the ruins of the World Trade 
Center was still acrid and thick when United States 
Trade Representative Robert Zoellick seized the 
opportunity it provided to regain the momentum 
for corporate-driven globalization. Arguing that 
accelerated liberalization was necessary to counter 
September 11's blow against the world economy, 
Zoellick, European Union Trade Commissioner 
Pascal Lamy, and World Trade Organization 
Director General Mike Moore led the charge to 
stampede the developing countries into approving 
the launching of a new phase of trade 
liberalization during the Fourth Ministerial of the 
WTO in Doha, Qatar, last November. The Doha 
Declaration set the bicycle of trade liberalization 
that is the WTO back upright and in motion after 
its collapse in Seattle. 


Horst Kohler, managing director of the IMF, and 
Jim Wolfensohn, president of the World Bank, also 
saw the war as an opportunity to reverse the crisis 
of their institutions. Kohler has _ cheerfully 
cooperated in turning the Fund into a _ key 
component of Washington's overall program for 
strategic states such as Pakistan and Indonesia, 
even as it left a nonstrategic country like 
Argentina, which faces imminent bankruptcy, 
twisting in the wind. His presidency and his 
institution threatened by a pincer movement of 
criticism from the left and the right, Jim 
Wolfensohn, for his part, has seized on September 
11 to project his institution as the key partner of 
the Pentagon in the war against terrorism, filling 
the "soft" role of addressing the poverty that 
breeds terrorism while the Pentagon plays the 
"hard" role of blasting the terrorists. 


As for the crisis of political governance in the US, 
September 11 has turned George W. Bush from a 
minority president whose party lost control of the 
Senate into arguably the most powerful US 
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president in recent times-and one with an overall 
job approval rating of 86 per cent, according to a 
recent New York Times poll. Nearly eight in ten 
Americans support his policy of indefinite 
detention for non-citizens suspected of being a 
threat to national security, and seven in ten 
support government's listening in on 
conversations between clients and their lawyers. 


Liberals have been thoroughly cowed, with 
Harvard liberal luminary Laurence Tribe condoning 
the use of military tribunals and the indefinite 
detention of over 1200 people, while his equally 
famous colleague Alan Dershowitz, The Nation 
reports, "has suggested that the use of torture 
may be justified, as long as it is authorized by a 
warrant." Even Richard Falk of Princeton 
University, an icon of left liberalism, was initially 
compelled to justify Bush's war as a "just war," 
though he has since retracted-thank god! 


FROM LOCKE TO HOBBES 


The damage to the American political psyche and 
political system may be far-reaching. Americans 
have often prided themselves with having a 
political system whose role is to maximize and 
protect individual liberty along the lines 
propounded by John Locke and Thomas Jefferson. 
That Lockean-Jeffersonian tradition has been 
rudely overturned in the last few weeks, as 
Americans have been stampeded to_ giving 
government vast new powers over the individual 
in the name of guaranteeing order and security. 
Instead of moving to the future, America's limited 
democracy has regressed in its inspiration from 
the seventeenth century Locke to the sixteenth 
century Hobbes, whose master work Leviathan 
held that citizens owe unconditional loyalty to a 
state that guarantees the security of their life and 
limb. 


The extent to which assaults on_ traditional 
liberties can now take place with impunity was 
shown recently when Attorney General John 
Ashcroft said that critics of the Bush 
administration's security measures were fear- 
mongers "who scare peace-loving people with 
phantoms of lost liberty [and] aid terrorists." The 
fact that the liberal Democratic Senators he was 
directing these remarks at a Senate hearing dared 
not respond shows how skillfully the conservatives 
have used the antiterrorist struggle to win the 
real war at home, which is the war against liberals 
and progressives. 


FIGHTING FOR THE FUTURE 


rs 
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The anti-corporate globalization movement that 
had been surging before September 11 is now 
fighting desperately to regain momentum. Three 
developments are particularly threatening: 


First, the police, after being pilloried for 
provocateur-type tactics in Genoa, has regained 
its confidence in the new context marked by 
greater public acceptance of limitations on basic 
political rights. The police's new aggressiveness 
was in full display during the recent IMF-World 
Bank meeting in Ottawa on November 18-19, 
when with no provocation and in full view of the 
press, Canadian police in full riot gear swooped 
down on a peaceful anti-corporate globalization 
protest to apprehend young marchers who were 
doing nothing but marching peacefully. 


Second, the definition of "terrorist" that is being 
used in both European and American legislation is 
so vague that it can be applied to non-violent 
groups that espouse civil disobedience, which is 
an essential weapon of the movement, or to 
groups that do some damage to property but in a 
symbolic fashion that harms nobody. 


Third, the big anti-globalization events involve the 
massing of hundreds of thousands of people 
across borders, and this can now be easily 
thwarted invoking the new legislation legalizing 
the arbitrary questioning, detention, expulsion, or 
refusal of entry to foreigners on the mere grounds 
of suspicion of their being terrorists, terrorist 
supporters, or terrorist fellow travelers-in short, 
anybody that can be conveniently tainted with the 
terrorist brush. 


All this adds up to a chilling effect on mass 
protests, with the authorities and dominant media 
all too happy to have the digital images of 
terrorists attacks blend in the public mind with the 
militant but peaceful civil disobedience of anti- 
globalization activists. 


DARTH VADER OR LUKE SKYWALKER? 


Washington is savoring its triumph. But while the 
image it wants to promote is that of America being 
Luke Skywalker liberating Afghan people from a 
repressive Taliban Empire, in large parts of the 
Third World t comes across, as John Lloyd of the 
Financial Times points out, more as_ Luke's 
antagonist, the evil Darth Vader. Indeed, the 
American way of war reinforces this, with death 
raining down from an unseen, distant hand. This 
was war that was impersonal and terrifying to the 
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nth degree, and there is a great deal of truth in 
Newsweek writer John Barry's comment that, with 
their unnervingly accurate bombing campaign, "to 
many Taliban, the Americans must have seemed 
like creatures from another planet: out there 
somewhere, in the sky or across the horizon, 
powerful beyond comprehension." 


George Lucas could not have managed a better 
script for the Empire striking back than the 
Afghanistan campaign. 


There is one thing sure, however: empires always 
spawn resistance. It is, in fact, arguable that while 
the US may have won another battle, its strategic 
situation in the Middle East and South Asia has 
been eroded by this very’ conflict. A 
fundamentalist regime is now a possibility in 
Pakistan. The Washington-backed Saudi feudal 
elite is now more than ever isolated from the 
masses, with a critical mass of Saudi youths 
apparently regarding bin Laden as a_hero- 
confronting the US with the prospect of 
Washington ultimately serving as a police force to 
save the elite from its people. With the bombing of 
Afghanistan and the Bush administration's strong 
tilt towards Israel, a deep anger against the US 
and the West is digging in from Muslim North 
Africa to Muslim Indonesia, providing fertile 
ground for the expansion of movements that will 
seek to wrest power from US-allied regimes. 


Will it be advanced technology or popular 
mobilization that will be the decisive factor in this 
epochal struggle for freedom, justice, and 
sovereignty of the peoples of the South against 
the empire? Will the outcome be Afganistan or 
Vietnam? Will the survivor be Darth Vader or Luke 
Skywalker? The jury is still out on these questions 
and will be for some time. 


As for the anti-corporate globalization movement, 
Sept. 11 may yet turn out to be a temporary 
reversal from which it can draw more strength. 
The massive street mobilizations paralleling big 
assemblies of the global elite, like the meetings of 
the IMF and the G-8, have now reached the limits 
of their effectiveness, and this may well push the 
movement to come up with innovative approaches 
combining mass, legal, and _ parliamentary 
strategies. 


Indeed, if there is a clear silver lining in the post- 
September 11. situation, it is that three 
movements that had formerly gone _ their 
independent ways-the peace movement, the 
human rights movement, and the anti-corporate 


Z. 
° 
attac 


globalization movement-- now find it critical to 
collaborate more closely with one another. This is 
a potent alliance that can make a _ significant 
contribution to changing the correlation of forces 
in medium and long term, as the exclusionary, 
marginalizing, and repressive thrusts of the global 
system inexorably assert themselves. 


The guardians and propagandists of the empire 
are proclaiming victory too soon. To borrow the 
World War II imagery that George W. Bush, 
Donald Rumsfeld, and John Ashcroft are so fond of 
invoking these days, we are not in 1945, folks, but 
1941. 


Dr. Walden Bello is executive director of Focus on 
the Global South in Bangkok, Thailand, and 
professor of sociology at the University of the 
Philippines. 

First published: Focus on Trade N°72 - Dec 2001 
http://www.focusweb.org 





WTO Tidbits 


By the Attac work group on International Treaties, 
Marseilles 


1) Work group on GATS rulings 


Despite the imminence of the March 15th deadline 
for a decision on the subject, discussions stalled 
on the question of whether or not to provide 
safeguard measures. In another GATS 
subcommittee, there was discussion on whether or 
not the "necessity test" should apply in the case of 
national rulings affecting trade in services. The 
necessity test, which has give rise to severe 
misgivings in civil society, requires that "Measures 
concerning obligations with regard to procedures, 
qualifications, respect of technical norms and 
licenses, should not constitute non-necessary 
obstacles to trade in services". Discussions 
hinged on whether the application should be 
generalised or limited to specific commitments 
having an impact on internal regulations. A large 
majority of WTO members prefer to limit the 
scope of the necessity test to sectors and means 
of supply for which specific commitments have 
been made, although this clause could be taken to 
embrace national regulations as a whole. This 
begs the question whether a decision on the scope 
of the measures should be sought before reaching 
any agreement on their content, or whether the 
field of application should be decided later. 
Members are apparently far from having reached 
a multilateral agreement where internal rulings 
are concerned. 
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2) India refuses to accept Mike Moore as chairman 
of the Trade Negotiations Committee 


India opposes all attempts by the DG of the WTO, 
Mike Moore, to chair the Trade Negotiation 
Committee which will supervise negotiations 
arising from the Fourth Conference at Doha. India 
considers that "any form of chairmanship accorded 
to Moore will be interpreted as definite sign that 
the developed countries of the OECD want to take 
over the direction of negotiations, with resultant 
effects on the rest of the world." Moore has 
already sought and obtained the support of the US 
and the EU to chair this committee. For India, the 
Chairman of the General Council, S. Harbinson, 
will only be acceptable as chairman of the 
Committee if he shows reassuring signs of 
neutrality. 


3) The Agricultural Committee 


- Environment : the debate concentrated on the 
level of trade distortion to be _ considered 
legitimate in the case of governmental aids to 
farmers whose activities represent a favourable 
factor for the environment. 


Norway noted that for non-trade concerns to be 
suitably dealt with, a minimum level of national 
production had to be ensured. To obviate 
expensive controls and administrative costs, 
Norway suggested that a middle way could be 
sought outside the Green Box. Environmental 
problems in agriculture are normally dealt with by 
the Green Box, which requires financial support to 
be either divorced from production or adapted to 
make trade distortion nil or as small as possible. 


The Cairns group reiterated its position : that 
trade liberalisation in agriculture is the best 
guarantee of harmonious development of the 
environment. It particularly stressed that the 
subsidies by which developed countries brought 
about modifications in production and trade could 
lead to a drop in agricultural profits for developing 
countries - and thus make them poorer, which is 
one cause of environmental degradation. The 
Group also demanded the revision of Annex II § 
12 of the Agreement on Agriculture 
(Environmental Programmes), according to which 
trade-distorting subsidies could be justified by the 
pursuit of environmental objectives. 


- Food Aid : the EU, Japan, Mercure, Namibia, 
Norway and 7 _ developing countries held 
discussions on how to reach a form of food aid 
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which would interfere neither with the national 
production of recipient countries, nor with the 
exports of producing countries. This debate 
included the problem of food aid programmes 
giving scope for getting round commitments on 
agricultural subsidies. 


Most countries considered that aid should be 
solely in the form of donations, although Japan 
and the US fear this would give the system a 
certain rigidity. 


Many developing countries demand : 


- that commitments on the part of donator 
countries should be made constraining; 


- that when market rates soar, the volume of food 
aid should increase; 


- that this aid should be given according to 
demand; 


- that financial or technical assistance should be 
given to improve a country's agricultural 
productivity and infrastructure rather than 
making it aid- dependent; 


- that transparency with regard to aid should be 
improved by notifying the Agriculture Committee. 


Certain developed countries, including Norway, 
are in agreement with some of these demands. 


- Trade preferences : While most developed and 
developing countries consider that preferential 
market-access mechanisms are crucial for poor 
countries, they admit that tariff reductions leading 
to progressive trade liberalization in the 
agricultural domain can also lead to the erosion of 
trade preferences, so that countries benefitting 
from these could need help to enable them to 
adjust their economies. Some small island states 
point out that they might well need a long period 
of preferential treatment. This would not 
adversely affect the other states because these 
little states are responsible for a negligeable 
proportion of world trade in agriculture. 


Other countries, like Australia, throw doubt on the 
efficacity of these preferences, considering that 
they prevent the countries eligible for them from 
diversifying their production, and deter other 
countries from providing them with the products 
concerned.. Australia thinks it would be 
preferable for market liberalization to be 
accompanied by the elimination of subsidies. 
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- Animal welfare and labelling 


The EU and Switzerland continue to claim that 
labelling could be an option for dealing with non- 
trade problems without trade _ distortion., 
comsumers being free to choose whatever 
products suit them in terms of animal welfare and 
organic farm products. Besides, labelling could 
improve market access by increasing consumer 
confidence. Switzerland joins the EU in 
demanding that the Green Box be re-examined to 
allow states to compensate their farmers for extra 
costs incurred in implementing higher national 
norms on animal welfare. 


omc.marseille@attac.org 


USA = A Call for a National Student 
Mobilization Against the WEF 


From Thursday, January 31st to Sunday, February 
3rd 2002 at Columbia University in New York City 


1. BACKGROUND ON THE WORLD ECONOMIC 
FORUM (WEF) 


What is the WEF? 


Every year, 1,000 top business leaders, come 
together to shape the global agenda, while 
political elites and media luminaries gaze on 
admiringly. The World Economic Forum (WEF) will 
hold its annual meeting at the Waldorf Astoria 
Hotel in New York City from January 31st to 
February 4th 2002. By its own description, the 
WEF is a special club of elite business leaders, 
whose annual meeting is the world's global 
business summit. 


What is the WEF's agenda? 


At the New York WEF summit, the world's richest 
CEOs will collaborate with the world's most 
powerful politicians to set the global economic 
agenda. Meanwhile, in the halls of Congress, the 
world's most powerful politicians are collaborating 
with the world's richest CEOs to expand the "war 
on terrorism." 


The WEF agenda has already led to a world in 
which every day 19,000 children die in the 
developing world from undernourishment. While 
the world's richest 200 people have doubled their 
wealth in the last five years. 
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This neoliberal economic agenda has also led to a 
world in which the U.S. government, spending 
over $270 million annually on its military budget, 
supports dictatorships and autocratic regimes, and 
leads other nations into wars that kill millions of 
more innocent people. Most recently, this agenda 
has led the U.S. government into another 
protracted war, while it attacks the rights of 
workers, students, and immigrants at home. 


It has led to a world where the people of Tuvalu 
are faced with the possibility of fleeing their island 
nation if the rise in sea level caused by global 
warming continues, where as many as 50,000 
endangered species disappear forever each year, 
and where 214,000 acres of rainforest--an area 
larger than New York City--is cut down every day. 


What can I do? 


It's time to make the connection. The same people 
who stand to gain from extending the war are 
perpetuating the global economic conditions that 
foster terrorism. Capitalism propels war, and war 
protects capital. U.S. imperialism and _ global 
corporate domination go hand in hand. 


In the name of democracy, in the name of 
economic justice, in the name of the global anti- 
imperialist struggle, and in the name of the Earth, 
we call all students, activists, rabble-rousers, and 
concerned citizens to share their ideas, fears, 
inspirations and tactics. Our "leaders" will never 
make the necessary changes; it's up to us to do it 
for ourselves! 


Join us to say 
-- NO to the War on Terrorism, 
-- NO to the WEF, 


-- NO to the global economic conditions that foster 
terrorism, 


-- and, YES to a world organized around principles 
of democracy, equity, sustainability and solidarity. 


2. NATIONAL STUDENT MOBILIZATION AND 
CONFERENCE 


What is the outline for the conference? 
The four-day conference will comprise of three 


days of workshops and panels, mostly in the 
evenings and on Thursday and Friday so as not to 
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conflict with direct actions to shut down the WEF 
being planned in the city on the weekend. 


We expect hundreds of students from all over the 
nation, from California, the Pacific Northwest, the 
Midwest, the South and the East Coast. We're in 
contact with students abroad in Canada, Europe 
and Asia. Together, and in solidarity with other 
initiatives against the WEF, we will seek to model 
the world we wish to create. 


What are the workshops, panel discussions and 
forums about? 


-- Legal, media, medical and tactical trainings 


-- Forums on the history of the WEF and the 
policies it promotes 


-- Workshops on globalization, labor, sustainable 
development, and human rights 


-- Education about the environmental impact of 
globalization 


-- Speakers on the corporate influences behind US 
foreign policy decisions 


-- Focus on indigenous peoples' right to self- 
sustainability And much more, specific topics TBA. 


3. HOW TO GET INVOLVED AND FOR MORE 
INFORMATION 


How can I register for the conference? 


To cover the costs of the conference, we ask that 
participants pay a registration fee on a sliding 
scale from $5 to $10. No one will be turned away 
from the door due to lack of funds. The collected 
funds will go towards the reservation of spaces, 
rental of sound equipment, etc. 


You can pre-register for the conference by sending 
a check or money order to the Columbia Student 
Solidarity Network. Please email the WEF Counter- 
Summit Organizing Collective 
(globaljustice@peopleforpeace.org) for more 
information. 





Where will I stay? 


Arrangements are being made to provide housing 
for all out of town students. To reserve a space 
ahead of time, please email the WEF Counter- 
Summit Organizing Collective 
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(globaljustice@peopleforpeace.org) for more 
information. 





How will I get to New York? 


Unfortunately, we cannot provide transportation to 
New York. However, many local and regional 
groups are organizing either group bus or plane 
trips to New York. We encourage you to use The 
Anti-Capitalist Convergence Ride Board 
(http://www. abolishthebank.org/en/transit.html) 
to either find or offer transportation. 


If that doesn't work, e-mail the WEF Counter- 
Summit Organizing Collective 
(globaljustice@peopleforpeace.org), and we will 
do our best to put you in touch with a group 
organizing transportation from your area. 
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Where can I go for more information or to help 
organize the conference? 


More information about the National Student 
Mobilization and Conference will be posted at The 
Students for Global Justice website 


(http://www.studentsforglobaljustice.org). Please 


check the site periodically for updates. 


You can also subscribe to the Globalize Justice 





mailing list 
(http://groups. yahoo.com/group/globalizejustice - 
or send an email to  globalizejustice- 


subscribe@yahoogroups.com) for announcements 
and updates. -- 





